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5 March 1959

MEMCORANDUM FOR THE RECORD

SUBJECT : Trip Report on Meeting in Fhiledelphia
betveen GQenersl Electric and L8SMD

1. A meeting was held on 2 - 3 March at G.E.'s Fhlledel-
phia facility. The purpose of this meeting was to discuss and
analyse the overrun of costs G.E. was experiencing under their
portion of the CORONA progrem. TZhe following peraona ware in
attendances

»B. = Projeat Englineer
4.B. ~ Contrects

25X1 » Project Mgr.

18D - G.E. ~ Rasident Eng.
%.B. = LML "Resident Eng.
ok - ﬂthg B}y

| ‘ Project Hgs
20K1 %ﬁ = Frojeot Hea

25X1 | | AF Auditor
3 March 1959
of the above, ands
25X1 [ LSMD
25X1 | F o5

2. The meeting opened with a presentstion by G.E. of the
totel Program cost picture ss of now. The following is & recap:
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Labor
Overhesd

Totel {(lesa G&A)

Total Cost
Pixed Foo

Total
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Potal Program « "Black” and "White"
(1o 1,000 of dcilers)

Criginel Actual Cost Tatimated Total
Quote of a8 of Revised

to
1/e5/59 = Complete  Cost Yariance

3. The LEMD pecple then requested a detailed description end
explanation of the individual elements of coat by category. The first
category discussed was Materisl which ineludes eubcontracting snd
qutside purcheses. The following is a breskdown of the major subcoa-
trect isgued by G.E. and thelr present estimate of vhat is happening
and why.

Original Hew
(1)
(2).
(3)
(&)
(5)
(6)

()
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k., Of the sbove subcontracts all but
heve been isaued on & CPFF Letter Contract Daslis. In most
instences, daliveries are substantislly completed. Howsver,
not coe hae been dsfinitised. G.E. states the problem wes
one of continual change in the state of the art and a fim
scope and costs oould not be arrived at. PFurther, it sppeared
that same of the incresses in cost were known to G.E. prior to
their proposal to 1L8MD. Howaver, 1t could not be dstermined
exactly vhere their systez fell down and why they were not
reported or included in thelr LEMD eatimate.

%, The balance of material coste were made up of Purchase
Orders {2,000 in punber). These were brisfly revieved by the
13D pecple as to scope. It would appear that because of the
state of the art, 3.B. had ventured dowm several unfruitful
roads which resulted in cancellations and many new spprosches
to & problem having to be tsken. This was thought ic be normal
in & gew progrmn. Whether or not 1t wes higher than average
could not be determined.

6. The next element of cost discussed was the Lador Cate-
gory. A summery of the Labor pleture for the total Program is

as follows:

{In 41,000 of Dollars)
Estimate to Total New

Quoteion Shrud/es/sy Complete  Iatimte Varisace

25X1

Enginearing

Other Bag.
Eoployees

Drafting
Shop
Totel

The Subcontractor's shop orders were reviswed by LIMD and were
foumd to be in order and consistent with the scope of the Program
in most instances. However, again, there was the impression that
early iu the Program several approaches resulted in dead ends and
had o be changed.

-l -
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T+ A% thia point, 4.E. vas asked to break down the
total rrosrm costs into "Black” end "White"™ chargea. The
following "ground rules” had been established by G.E. and
LMD for accomplishing this:

All mumm% equipment charges
All Bic Med charges

Mark I Rockets

Beaic GSE

All w&im%a egquipment charges
A1l other development costs

A1l other Rocket costa

A1l Black GSE

The gbove Wai &8 & result of t8 reached batween the
lur Force and Agency regarding 28X
25X1

25X1 | | G.E. was unable tc #stablish separate
records until Kovember of 1958 at which tims most of the trans-
fers were mada. It appeared that there was scme confusion during
the period immediately prior to the trunafer end this could be s
reasorn vhy the sstimates subnitted to 1SMD in September wera not
more accurate.

8. 'The attached Exhibits "A" and "B"® are s campariaon of
tha actual snd forecssted costs of the total Progras and the
Vhite program respectively. The difference, or the Black progrem,
is resdily cbiainable by subtraction of the White from the total
Progrem costs. It wvas dstermined that of the total overrun of
3?3&1 | |represeuted incrasse in sdcpe and of this
smount is applicadble to the Black progran.

9. The undersigoed raquested G.E. opinion as to the status
of completion and yhether or not in thelr opinion the present
overrun was ths sbsolute maximum, The following represents their

atatementa:
tatua of atlon
WX S sk Progran |
« Dealgn 08 o
msisn Changes 95% 50% 75%
M sting) B8 o 80 - 90%
Deliveries Coxplete Caa of three 3 of 10 delivered

except for a delivmd.
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With regard to coats, they could fg
contingency and in their opinion,
saxizum. They felt guite confidex

10. In summary, the Program at 0.8, looks es follows:

{In 1,000 of dollars)

¥nite Black Total
Negotiated
Overyun
Total

N indicated, the Black share of the overrun ie
Howaver, this is only cost to LSMD. The under-

signed guaried LMD cu their intentions of applying G&A to
this prior to presenting the total overrun »
A firz ansver was not avallable. However, -
cated he 814 not think LSMD would ssk for &4 but he would
discuns this with his people and plans to visit Project Heads

. 6 s 8t vhich time he may have an ansver on
this. wvas slesc ssked if, to his kuovlelige, there were
any other eases in cost in the » Ee stated that ITEX

bad edvise ) ible and LSMD would pro-~
bably need procurs & oocLing ket for the nose
section to us e the miselle is ovn the launching ped. Ee

stated that they wers in the process of preparing a revised cost
proposal of the entire prograx with & dbreskdows of their costs.
It is enticipated that wve will receive this in the mext two weeks.
In addition, 150 weas reguested to furnlsh & breakdown of costs
on the "Blaeck"overrun and show the portion that would have been
coated againat the "White” program had 1t uot beun for the Sept.
deciston to switch "white" dollars to the "Black" task.

3' R, Mi
Contract Hegotiator

—IW,M

DPD-DD/P 1 dMcDonald
Distribution:
(rig = Contrects, OPD
2 - /P
3 - Comptroller, D
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